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Introduction
Demographic change and intensified competition for capital and high-skilled labor is putting increased fiscal pressure on rural municipalities in Europe. It reduces their financial room of maneuver and makes it difficult for them to provide inhabitants with an attractive bundle of goods and services ( e.g., Geys et al., 2008) . One element in a strategy to cope with this situation is to cooperate with other municipalities in fulfilling their obligatory or voluntary tasks and providing public goods and services. Many scholars, especially from public administration, support this inter-municipal cooperation (hereafter IMC) because it has the potential to generate economies of scale and scope, lower costs of public service provision and help municipalities regain financial room of maneuver (e.g., Hulst and Monfort, 2007; Bartolini and Fiorillo, 2011; Gjertsen, 2014) .
In this paper, we analyze IMC from a Public Choice perspective. Our central question reads: Can we expect local politicians to oppose or promote IMC? The literature contains two contradicting arguments. Some authors argue that office-related self-interest makes local politicians oppose IMC because it implies a loss in political power (e.g. Heinz, 2007; Blaeschke, 2014) . On the other hand, IMC may have a positive side for local politicians because it has the potential to mitigate yardstick competition and facilitate rent-extraction. Thus, politicians who are interested in extracting political rents face incentives to support IMC . Ex ante, it is unclear which of the two arguments dominates. Answering this question is important from a scientific perspective because it informs us about the empirical relevance of competing approaches of modelling local government behavior. From a political perspective, it improves the informational basis for IMC-related policies. If local politicians oppose IMC because it implies a loss in power, supra-ordinate government may offset this obstacle by subsidizing IMC. If, however, local politicians promote IMC in order to extract rents, promoting IMC is not advisable. Instead, the government must take measures to preserve yardstick competition.
We use data from a survey among local council members (hereafter delegates) from 59
German municipalities. These municipalities are situated in three peripheral counties that experience a decline in population and demographic aging and suffer from fiscal stress. However, not all municipalities in the counties are hit equally hard by these developments. Some municipalities are hit very hard while others have been growing in population or fiscal capacity. The survey elicits delegates' preferences regarding inter-municipal cooperation and collects information about their activities in the local council (years in office, party affiliation etc.). Our empirical strategy relies on a comparison between delegates with different levels of political power. Politically powerful delegates have more power to lose in the case of IMC but also more rents to gain if IMC is used to mitigate yardstick competition. If we find politically powerful delegates to be more supportive of IMC than other delegates, we conclude that the prospect of rent-extraction dominates the loss in power. The opposite is true if politically powerful delegates are less supportive of IMC. Given the German tradition of strong parties and strong party discipline (e.g. Lösche, 2008; von Alemann, 2010) and given the powerful position of German mayors, our main measure for political power relies on the delegates' proximity to the mayor.
Other things equal, delegates who belong to the fraction that supports the mayor have more political power than delegates from other fractions. We use a model with municipal fixed effects to control for possible differences in municipal characteristics and party fixed effects to capture differences in political ideology.
We find the support for IMC to be lower among delegates who belong to the fraction that supports the mayor. This result holds for fields of government activities where IMC goes largely unnoticed for the citizens, and it also holds for fields where IMC implies intensified interaction with citizens from other municipalities. The marginal effect is sizeable: Belonging to the mayor's fraction reduces the probability of supporting IMC by 15.5 percentage points. This result indicates that the loss in political power from IMC dominates the prospect of additional political rents.
In a second step of our analysis, we drop municipal fixed effects and analyze the impact of municipal characteristics on delegates' support for IMC. We find support for IMC to decrease in the expected transaction costs associated with IMC. This result is in line with the normative theory of IMC. Contrary to the prediction of normative theory, we find the support for IMC to increase in the size of the delegates' home municipality but to increase in the size of its neighbors. If we accept the notion that a municipality's power in IMC-negotiation depends on its population size relative to its neighbors, the aforementioned result provides additional support for our main finding in the regressions with municipal fixed effects: Delegates are less likely to support IMC the larger the concomitant loss in political power.
The remaining paper proceeds as follows. Section 2 reviews the related literature before the data and institutional background is presented in section 3. Section 4 presents the first step of our analysis that uses municipal fixed effects. Section 5 reports on the analyses from the second step that focuses on municipal-level factors. Concluding remarks are made in section 6.
Related literature
Normative theory suggests that the benefits from IMC due to economies of scale and scope depend on municipal size. The smaller a municipality is, the larger the economies of scale and scope it can expect from cooperation (e.g., Miceli, 1993; Bartolini and Fiorillo, 2011). 1 However, the benefits from IMC come at a cost: IMC reduces the possibility to tailor public 1 In metropolitan areas, much of the IMC is motivated by regional spillovers. The game-theoretical logic behind IMC in the case of spillovers differs from the logic behind IMC in the case of economies of scale (e.g., Blaeschke, 2014) . In this paper, we will focus on IMC in those fields of government activities where economies of scale and scope are the predominant argument pro IMC.
services to the tastes of the local population. The average difference between a citizen's preferred quality and quantity of public services and the quality and quantity they get increases if services are provided jointly. Other things equal, the average difference is higher the more heterogeneous the populations in the cooperating municipalities are (e.g., Alesina et al., 2004; Blaeschke, 2014) . This implies that the net benefits from IMC are higher the more similar the municipalities are with respect to the characteristics of their population. Finally, Richard Feiock and co-authors point out that negotiating, implementing and controlling IMC-contracts entail substantial transaction costs (e.g., Feiock and Scholz, 2010) . Other things equal, these transaction costs are higher the more heterogeneous the partners are.
Since the beginning of the century, many countries in Europe and beyond witnessed an increase in the number of municipalities joining forces (e.g., Hulst and Monfort, 2007; Lintz 2015) . Especially Germany has witnessed a substantial increase in the level of cooperation (e.g., Blaeschke, 2014; Rosenfeld et al., 2016) . A number of papers have analyzed factors driving the emergence of IMC (see Blaeschke, 2014 or Bel et al., 2015 for a review). In line with normative theory, they find strong support for the relevance of population size (e.g. Steiner, 2003; Bel et al., 2011; Di Porto et al., 2013) and transaction cost arguments (e.g., LeRoux et al. 2010, Kwon and . The existing studies also show that fiscal stress promotes IMC (e.g., Lackey et al. 2002; Steiner, 2003; LeRoux and Carr, 2007; Krueger and Bernick, 2010; Bel et al., 2013; Di Porto et al., 2013) . Most studies capture the similarity in preferences across municipalities using indicators that depicts the degree of similarity in the composition of their population.
Some studies find the similarity in median income (e.g., Feiock et al., 2009) , municipal size (e.g., Lee et al., 2012) or racial composition (e.g., Alesina et al., 2004) to increase the probability that municipalities cooperate. Other studies do not find the homogeneity in citizens' characteristics across municipalities to promote cooperation (e.g., Bel et al., 2015) . So far, there is little empirical evidence on the question whether IMC is able to generate the postulated benefits.
The existing studies provide mixed results (e.g., Blaeschke and Haug, 2014, Bel et al., 2011) .
Similarly, few authors have analyzed IMC from a Public Choice perspective. The recent paper by Di is an exception in this respect. They provide a theoretical model showing that local governments can impair yardstick competition through IMC.
Governments interested in extracting rents are shown to make use of IMC because it increases the amount of extractable rents without reducing the probability of re-election. An additional argument is voiced by Blaeschke and Haug (2014) in their empirical study on IMC in the field of sewage. They argue that nepotist local governments may promote IMC because this creates new posts to fill.
2 On the other hand, a number of papers mention the conviction that local politicians oppose IMC because they lose political power and freedom of maneuver when cooperating with other municipalities (e.g., Heinze, 2007; Blaeschke, 2014) . To the best of our knowledge, there are no studies that empirically test these conjectures. Thus, our paper breaks new grounds.
Through its questionnaire and its regional focus, the current study is closely related to an empirical study on citizens' policy preferences regarding IMC .
The latter addresses the question why some citizens support IMC while others oppose it. Bergholz and Bischoff (2016) find policy preferences to be primarily driven by citizens´ individual characteristics. Most importantly, subjects who expect that IMC reduces the influence and control of citizens are more likely to oppose IMC. In the current paper, we make use of a survey among delegates in the same municipalities. The survey employs a similar questionnaire.
2 Vaubel (1994) raises similar points in his paper on the political economy of centralization in Europe. He adds the possibility to favor centralization (and IMC) to create a scapegoat for unpopular policy decisions.
Data and institutional background
The municipalities in Germany provide important public services like local roads, business parks, cultural infrastructure and pre-school childcare and account for approximately one quarter of overall government expenditures (Zimmermann, 2009: 93-98) . Supra-ordinate governments set minimum standards for the essential public services provided locally. Apart from that, municipalities are granted substantial autonomy in their decisions. On the revenue side, the local business tax is the most important endogenous source of local revenues accounting for more than 10 percent of municipal revenues (e.g., Zimmermann, 2009; Bischoff and Krabel, 2016) . Municipalities decide about the tax multiplier ("Hebesatz") that fixes the effective rate on the profits of local business establishments. More than 50 percent of municipal revenues come from state grants and vertical tax sharing. The largest part of state grants are unconditional grants distributed through a formula-based fiscal equalization system. The latter aims at reducing the gap between fiscal capacity and some standardized measure of fiscal need. It gives more grants per capita to fiscally weak municipalities without fully levelling out differences in fiscal capacity (e.g., Bischoff and Krabel, 2016) . Hessian municipalities are run by formally independent local authorities. A directly elected mayor is head of the municipal administration. The mayor is responsible to a local council and needs its approval for major decisions including the budget and the setting of local tax rates. Formal IMC-agreements also need the approval of the local council. In sum, we see that local politicians in Germany have significant political power.
In addition, the fiscal equalization system sets the basis for effective yardstick competition (e.g., Allers, 2012) .
[ Table 1 about here]
In this paper, the regional focus rests on three peripheral counties in the German state of Hesse (Landkreis Kassel, Werra-Meissner-Kreis and Odenwaldkreis). The total population in these counties adds up to approximately 435,000 living in 60 municipalities. The average disposable income per capita amounts to 19,370 € while the overall average in the state of Hesse is 20,452 (e.g., Bischoff et al., 2014) . The municipalities differ in their size with the largest having more than 27,000 inhabitants and the smallest one having less than 700 inhabitants (see table 1 ). In the period between 2009 and 2013, total population decreased by 2.9 percent. Only six municipalities grew in this period while 14 municipalities witnessed a decline by more than 5 percent. In the same period of time, the overall population in the state of Hesse grew (e.g., Bischoff et al., 2014) . The municipalities also differ substantially in their fiscal capacity. The Their focus rests on local issues. They provide a political platform for citizens who are interested in local politics but prefer not to sign in to one of the regular political parties (e.g., Blaeschke, 2014; Baskaran and Lopez da Fonseca, 2016) . Free voters associations account for 14 percent of the seats in the local council on average. In five councils, they have the absolute majority of seats. Leftwing parties account for 53 percent of the seats on average. 3 The vote shares of leftwing parties and free voter associations differ substantially across municipalities.
Mayoral candidates can be officially nominated and supported by fractions in the local council.
In our sample 50 percent of the sitting mayors have been nominated by social democratic fractions, 18 percent by the Christian democratic fractions and 3 percent by the free voters association. 28 percent are not nominated by any fraction. Not all of the mayors actually belong to the party that nominated them but some remain formally independent. On the other hand, the nomination expresses a strong link between the nominating party and the mayor candidate. This link exists even after the mayor is elected because he or she needs the approval of the local council in essential policy decisions.
In summer 2013, we conducted a survey among all 1,670 council members in the municipalities described above. Every council member received a questionnaire by regular mail, together with a personalized invitation to participate in the survey and a stamped return-envelope.
The questionnaire asks the delegates for their policy preferences for IMC and goes on to elicit their views on a number of questions related to IMC, e.g. its impact on democratic control. The questionnaire closes with a set of questions on socio-demographic characteristics and questions dealing with their activities as delegates.
[ Figure 1 about here]
The survey elicits delegates' policy preferences on IMC in four different fields of government activity: 1) childcare facilities, 2) infrastructure for private households (such as community centers, sports facilities), 3) road maintenance and winter services, and 4) internal administration (registration office, regulatory agency, public construction authorities). presents the precise question we used for childcare facilities. Analogous questions are used for the other fields. These fields were chosen for a number of reasons. First, all four fields require significant amounts of public resources and they all bear the potential of generating economies of scale and scope through IMC. Thus, these fields seem suitable for IMC from a normative perspective. Second, the existing evidence suggests that IMC is vividly debated especially in these fields (e.g., Rosenfeld et al., 2016) . Third, the state of Hesse runs a special agency founded to foster IMC. It informs local politicians about possibilities to launch IMC and about best practice examples. This agency places a special emphasis on the fields analyzed here. 4 Finally, the four services differ in the degree to which IMC is visible for the citizens. In the fields internal administration as well as road maintenance and winters services IMC goes relatively unnoticed by the citizens. This is entirely different for IMC in the fields of childcare services and infrastructure for private households. Here, the place of service provision is likely to change for some citizens and the interaction with citizens from other municipalities is intensified through IMC (e.g., Norris, 2001) . 5 In addition, the following argument of Alesina et al. (2004) applies to these services. Accordingly, IMC increases their frequency interaction with people outside their peer group and thus causes utility losses among citizens who prefer to interact with their peers only (e.g., Brasington, 2003; Alesina et al., 2004) . Thus, citizens are more reluctant to support IMC in these fields (e.g., Norris, 2001; Bergholz and Bischoff, 2016) .
In total, 679 delegates from 59 municipalities answered the questions and sent back the questionnaire. Their support for close IMC differs markedly across field of government activity (see table 2 ). Only one third of respondents support close IMC in field 1 (childcare facilities) and 2 (infrastructure for private households) while support exceeds 50 percent for in field 3
(road maintenance and winter services) and 4 (internal administration).
[ Table 2 about here]
The overall response rate of 41 percent is quite high. It differs across municipalities but we have no evidence that it depends systematically on municipal characteristics. We find no evidence of a systematic selection bias except for an over-representation of delegates from free voter associations. In the regressions below and background sensitivity analyses, we control for a large number of municipal-level and individual-level characteristics (including municipal and party fixed effects). Thereby, we take care of the main concerns regarding the use of non-representative surveys (e.g. Solon et al., 2013) .
Empirical analysis: the role of office-related self interest
The main aim of this paper is to test how delegates' policy preferences regarding IMC are shaped by office-related self-interest: Do they oppose IMC because it implies a loss in political power or do they support it because it annuls yardstick competition and facilitates rent extraction? Our empirical strategy is the following: Given that we have multiple answers from 59 municipalities, we compare the answers of different politicians from the same municipality.
Municipal fixed effects control for all characteristics of the municipalities that drive the costs and benefits from IMC. We also control for the impact of ideology by introducing fixed effects for subjects' party affiliation. Having controlled for these factors and a number of others (for details, see below), we compare the answers from delegates with different level of political power. If the prospect to lose political power makes delegates oppose IMC, the opposition against IMC must be stronger among subjects who have more political power to lose. Thus, our first hypothesis reads:
H1 (losing political power):
Delegates with more political power are less likely to support a close cooperation between their home municipality and its neighbors.
The opposite holds if delegates are primarily interested in rent extraction: In this case, the level of support is stronger among delegates with more political power because this implies more direct access to political rents. The second hypothesis reads:
H1A (facilitating rent extraction):
Delegates with more political power are more likely to support IMC.
To test these hypotheses, we pool subjects' answers in the four fields of government activities Political parties play a much stronger role in German politics than they do in countries like the US. In particular, we observe a strong degree of party discipline not existend in other countires (e.g. Lösche, 2008; von Alemann, 2010) . Thus, the level of political power an individual delegate has strongly depends on the party he or she belongs to. More specifically, delegates have a high level of political power if they belong to the party that proposed the current mayor and supports him or her during the term. The dummy variable BELONGS_MAYORS_FRACTION that takes on the value 1 for delegates who belong to the party that proposed the mayor (0 else).
We use a number of control variables. First, we account for possible differences in political convictions and ideology by including party fixed effects (e.g., Bel et al., 2012) . The dummy variable POSITION_IN_COUNCIL is 1 for all delegates holding an important position in the local council, e.g. party leader or chair of the municipal steering committee "Haupt-und Finanzausschuss" (0 else). This variable captures the possibility that personalized political power emerging from this kind of positions also shapes delegates' view on IMC. In addition, we use the delegates' YEARS_OF_OFFICE as a proxy for political experience. We also ask delegates whether they plan to run again in the next election. The dummy variable NEXT_ELECTION takes on the value 1 for all delegates who plan to run up again (0 else). Many scholars see the essential problem of IMC in its negative impact on accountability and citizens' political control and influence (e.g., Dafflon, 2012; Gjertsen, 2014 [ Table 3 about here]
The regression results are presented in table 3. The baseline model in column 1 contains all variables described above and covers all four fields of government activites. In column 2, we restrict the analysis to those two fields where IMC implies a more active exchange between the citizens of the cooperating municipalities when consuming the jointly provided public services.
This applies to childcare services and infrastructure for private households. Model 3 restricts the analysis to the other two fields where IMC goes largely unnoticed by the citizens. These comprise road maintenance and winter services as well as internal administration.
All three models yield qualitatively identical results. BELONGS_MAYORS_FRACTION is sig- In sensitivity analyses, we control for additional characteristics that may shape the delegates' view on IMC. We control for the fact that some delegates work in the local administration of a nearby municipality and thus may have insights other delegates do not have (note that delegates cannot work in their home municipality's administration by law). To control for delegates' emotional attachment to their home municipality, we introduce a dummy variable capturing whether or not delegates are born in their current home municipality and another variable capturing whether or not they are active members of local sports clubs, cultural initiatives, the local fire brigade or other local clubs and initiatives (0 else). We also control for the fact that attachment to the home municipality may result from owning real estate within the municipality. Finally, we control for the existence of children under 16. None of these factors prove significant, nor do they change the results above. 
Additional empirical analysis: the role of municipal-level factors
While the main research question has been answered, the data set underlying this analysis allows us to answer a related question: How do municipal-level factors shape delegates' preferences for IMC? Two hypothesis can be derived from the normative literature on IMC:
7 Detailed results are presented in the supplementary material.
HM1 (population size):
Delegates' support for IMC decreases in municipal size.
HM2 (transaction costs):
The lower the expected transaction costs associated with IMC are, the higher the support for IMC among the delegates.
To test these hypotheses, we add data on the delegates' home municipality and its neighbors to our current data set. The empirical model is as follows:
Compared to the model in expression (1), we drop the municipal fixed effects (FEm) and introduce a matrix Xm with municipal-level variables instead. Full descriptive statisticsare reported in Appendix A.
To test hypothesis HM1, we include the population size (POP) of the delegates' home municipality. we capture the expected transaction costs of negotiating and managing IMCagreements (hypothesis HM2) by introducing SAME_MAYORS_PARTY. It depicts the share of neighboring municipalities whose mayor has the same party affiliation as the mayor in municipality m. Given that IMC in Germany is largely restricted to direct neighbors (e.g., Blaeschke, 2014 , Rosenfeld et al., 2016 , we concentrate on the characteristics of the municipalities directly adjacent to the citizens home municipality.
We use a number of municipal-level control variables. The variable AV_TRAVEL_TIME captures the average travel time from home municipality m to their direct neighbors (according to Google maps). The travel time is an indicator for the additional costs that citizens have to bear when consuming public services that are produced in cooperation with other municipalities. The larger the travel time, the higher these additional costs and thus the smaller the expected net benefits from IMC. We also include the total number of neighboring municipalities [ Table 4 In model 4-6, we replace SL_POP -the median size of the neighboring population -by NUM_SIM_POP -the number of neighboring municipalities with a population size that differs by less than one third from that of municipality m. On average, 42 percent of the neighbors qualify for this. This variable is introduced to account for the possibility that differences in population size capture differences in citizens' preferences (e.g. regarding the necessitiy to have community facilities) or differences in transaction costs (see Lee et al., 2012) . NUM_SIM_POP is insignificant except in model 6 and the ratio of expenditures over revenues loses signifiance.
Apart from that, the results remain qualitatively unchanged.
The bottom line of the above regressions can be summarized as follows: We find support for In section 5, we drop the municipal fixed effects and focus on the role of municipal characteristics in shaping delegates policy preferences. In line with normative theory, we find delegates to account for expected transaction costs. And in line with the existing literature, fiscal stress is found to raise delegates' support for IMC. However, delegates' support for IMC is also found to increase in the size of their home municipality but decrease in the size of its neighbors.
This result clearly contradicts normative theory but lends further support to our central finding.
It indicates that delegates are reluctant to be the smaller and thus weaker partner in IMC-negotiations.
Our analysis suffers from a number of limitations. First, the usual caveats regarding survey data apply: Answers are hypothetical and may not be good predictors of subjects' behavior in local ballots or initiatives on IMC. On the other hand, it is much less costly for delegates to disguise office-related self-interest in a survey than it is to disguise it in real-life decisions. Thus, if we observe evidence for office-related self-interest in the hypothetical answers to our survey, it is likely to be present in their real-life decisions in the council. More importantly, survey data has the advantage that we can combine the policy preference regarding IMC with many personal characteristics and thus analyze their influence of delegates' individual characteristics on their support for IMC. Our study shows that this provides valuable insights that are very difficult to collect by observing delegates' voting behavior in the council.
Second, the analysis is based on data for local council members. Council member is an honorary position and thus it is not the monetary pay that motivated them to run for office. Instead, political power and freedom of maneuver are likely to be of particular relevance. The incentives may be different for mayors who are paid for their services. 9 Again, however, the net effect is not straight forward: Mayors are likely to have more political power than delegates but they also have more direct access to political rents.
Third, the results are based on data from Germany. Though there is corruption and rent extraction in German municipalities, a number of institutional controls are in place to make rent extraction difficult and costly (e.g., European Commission, 2014). The results may be different in regions where such controls are not in place or are less effective.
Fourth, we concentrate on fields where the predominant argument pro IMC are economies of scale and scope. In other fields of local government activities -e.g. public transportation, joint business parks or promotion of tourism and economic development in general -the predominant argument is the internalization of spillovers (e.g., Blaeschke, 2014) . In these fields, the game-theoretical logic of IMC is different because municipalities outside the IMC-arrangements can free ride. Therefore, it is not clear whether our results can be generalized to fields where spillovers motivate IMC. This remains an interesting question for future research.
From a political perspective, our results suggest that supra-ordinate governments in Germany need to be less concerned about IMC mitigating yardstick competition than the theoretical paper 9
The theoretical model by Di refers to "administrators". 
